
BEFORE

THE PL!BI.IC SKRVICK COMMISSION OF

SOUTH CAROLINA
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1N ICE:

Application ot Piedmont Natural Gas
Company, Incorporated to Have thc Terms
of the Natural Gas Rate Stabilization Act
Apply to the Company's Rates and Charges
for Gas Distribution Services

)
)
) SFTTLKMKN'I' AGREEMENT
)
)

This Settlement Agreemcnt is made by and among the Office of Regulatory Staff of

South Carolina ("ORS") and Piedmont Natural Gas Company. Inc. ("PNG") (collectively

referred to as the "Parties" or sometimes individually as a 'Party" ).

WHEREAS by Public Service Commission of South Carolina (-Commission') Order

Nos. 2005-491, dated September 2S, 2005. and 2005-56. . dated October 13, 2005, the

Commission established a baseline for PNG under the Natural Gas Rate Stabilization Act (the

"Act") and approved certain accounting adjustments proposed by ORS and PNG:

WHEREAS. pursuant to S C. Code Ann. g 58-5-455 (Supp. 2009). PVG filed its

Quarterly Monitoring Report and Proposed Rate Changes with thc Commission on June 15.2010

for the review period consisting of April 1, 2009 through March 31,2010 ("Review Period" ):

WHEREAS. the Report of ORS examination of PNG's Monitoring Report for the

Tivelve-Month Period Ending March 31, 2010, pursuant to the Act. was filed with the

Commission on September 1, 2010:

WHEREAS. the Parties to this Settlement Agreement are the only parties of record in the

above-captioncd docket:



&HI Rl:AS, the Parties have engaged in discussions to determine if a settlement of this

proceeding would b» in their best interest; and

6 HFRI A'S . follovving those discussions the Parties have each determined that their

interests. and ORS has detennincd that the public interest, would be best served by settling& the

ahoy e-captioned case under thc terms and ctmditions set forth below:

1. PNG vvill implement rates for the twelve-month period beginning with the first

billing cycle of November 2010 calculated on the basis ol an 11.3'. o Return On I-:quity ("ROE")

instead nf the )2.6":&& ROI-: approved by Commission Orders No. 2002-761, 200$-491, and 2005-

567.

2. The Parties agree that the follovving are the only attachments to this Settlement

Agreement: Schedule I (Nct Operating Income and Rate of Return); Schedule 2 (Explanatinns

of Accounting& and Pro Forina Adjustments); and Schedule 3 (Average XVcig&hted Cost of

Capital).

3. 'I he Parties agree that PNG will adopt the accounting adjustments of ORS as set

forth in Schedule 2 as attached to this Settlement Agreement.

4. 'I'he Parties agree that, based upon the accounting adjustments proposed by ORS

and adopted by PNG. and the agreement of PNG to implement rates based on an 11.3'.:i& ROE.

South Carolina ratepayers vvill realize an increase in current margin rates totaling& $750,000. As

shovvn in thc ORS staff report. this equates to a reduction of $2,405,000 I'or South Carolina

ratepayers when compared to rates calculated on PNG's authorized 12.6.'1& ROE.

I'hc Parties agree to a decrease in demand and commodity cost of $9)8.380.

comprised ol a decrease in demand cost over recovery of $512,264 and a decrease in coimnodity

cost of $406, 116.



6. This decrease of $406, 116 in commodity cost i» due t&& a reduction in the lost and

unaccounted for ("LAI.'E") factor from 2.16', » to I.77%. (Sce Schedule 2, Adjustment I ')).

7. 'I'hc Parties agree to cooperate in good faith with one another in recommending to

the Commi»sion that thi» Scttlcmcnt Agrccmcnt bc accepted and approved by the Commission a»

a fhir, reasonable and I'ull resolution of the abovc-captioned proceeding. Thc Partie agree to use

reasonable eft&&rt» to delend and support any Commission order issued approving this Settlement

Agrccmcnt and the terins and «ondition» contained herein.

g. The Parties agree that by signing thi» Settlement Agreement, it v, ill not constrain.

inhibit or impair their arguments or positions in future proceeillllg». Should thc Commission

declmc to approve thc agrcemcnt in its entirety, then any Party desiring to do»o may withdriiw

Irom thc Settlement Agrccmcnt without penalty.

rh Thi» Settlement Agreement »hall be interpreted according to South Carolina law.

10. Each Party acknowledge» it» consent and agreement to this Scttlcmcnt Agrccment

by authorizing its counsel to affix his or her signature to this document where indicated below.

Counsel's»ignaturc represents his or her representation that his or her client has authorized the

execution of the agrccmcnt. I'acsimilc signatures and c-mail signatures shall be a» cll'ective a»

original signatures to bind any party. This document may bc signed in counterparts, with the

various signature pages combined with the body of the document constituting an original and

provable copy of this Settlement Agrccmcnt.

September I, 2010

[SIGNATL RE PAGES FOLLOW]
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Representing and binding the Office uf Regulaturs Staff

'sanette 5 Eeu rc . E quire
Oftl e 0 Regu afu ', Stat;
1 util hirma grre . une q!lA

Culurttbts C u

Pbune (su:
Fax
Emttl reed sar. re ..ta t'se gus



WE AGREE:

Representing and binding Piedmont Natural Gas Company, Inc.

James H. es, IV, Esquire
Moore & V Allen, PLLC
100 North Tryon Street, Ste. 4700
Charlotte, NC 28202
Phone: 704-331-1079
Fax: 704-339-5879
Email: im effries mvalaw. com
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Piedmont Natural Gas Company
South Carolina Operabons

Explanabons ol Accounting and Pro Fornia Adlustments
Twelve Months Ended Nlarch 31.2010

Docket No 2010-7-G

Settlement Srhcdule 2
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Pir rim ont Natural Gas Company
Soutti Carolina Operations

Explanations nf Accounting and Pro f orms Adlustments
Twelve Months Ended March 31 2010

Oocket No 2010 7 G

Settlement Scti«dull. 2
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Piedmont Natural Gas Company
South Carohna Operations

Explanations of Accounting and pro Forms Adjustments
Twelve Months Ended March 31, 2010

Docket Ho 2010-7-G

Settlement Schedule 2

~Desert tion
Per

Piedmont
Per
ORS

1 0 adiusl federal mcome taxes (rate of 35%) to reflect the impact on income
of accounting and pro forms udjustmenls $1,219,926 $ i 78.879

T tal Federal income Taxes $1,219,926 $778,879

Amorbzation of Debt Redem tion Pr mium

To increase net operating income for amorbzabon of debt redemption
premium $20 $ 20

Total Amortization of Debt Redem tion Premium $ 20 $20
Customer Growth

To adjust net operabng income to reflect an anticipated increase in customer
growth (rate of 452.%) following the adiustmcnts to operating revenues and

expenses $11,228 $ 8.499

$ 11 228 $

Constru ion Work in Pro ress

To adjust construction work in progress to ieilect the amount altnbutsbis tc
South Carolina

Total Const ction Work in Pro ress

$ 0 $ 190.681 j$0 $ ~(90,68(

To decrease cash working capital following the pro forms adjustments to
operation and mamtcnance expenses (rale of 12 5%l as rellected in the
Onginal Filing

Total Cash Workin Ca ital

$ (116,0181 3 ~133,007

$ (116,018i 5 ~(133,007

0 cretin Revenu - Sale and Trans ortation of Gas

To increase revenues from the sale and transportation of gas for the
proposed rnaigin increase ORS has recalculatod this adjustment utilizing all

ORS adiustinents to operating revenues $1 833 932 3 750.000

Total cretin Rev nues - Sate and Trans orlation of Gas $1,833,932 $ 750.000
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Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2010

Docket No 2010-7-G

Settlement Schedule 2

~Descn tion
Per

Piedmont
Per
ORS

0 erations and Mamtenance Ex enses

a To adlust the provis or 'or un *I ectible accounts 23955'. ' the propcsed
ndlgln I lel as c

b To increase!ne utnty kcense ie, rate cf 3'..- fol cinng the adlustment to
op atl'lg mv nues 0

Total 0 erations and Maintenance Ex enses

General Taxes

Tc ediust fr r Nse taxes irate cf ', and grcss receipts tax irate of
18698'.9 for th» prcpcsed marg r rcrea e 5 0 5 3,652

Total General Taxes 0 $3652
State Income Taxes

To adlusl =-late income taxes irate of 5». : tr re5ect the impact on inccrr fro»I

I Ie ploposed Indlgln ill lease 91 guil 5 37 228

Total State Income Taxes 206 3 228

Federal Income Taxes

to adiust face al ir orna taxes ira of 35-'! Ic rei1» t the impact or income
fronI me aropcsed margin inc ease 5 In 7. 5 24. o3

Total Federal Income Taxes of16 -': = 5 247 563

Customer Growth

Tc adlu I net op»ietlnig income to felerl an antinpsted inc ease in us'0- "
grox1h, rate of 45 '"-. foll ning the pro- sec ma-gin rcr sse 5 Cc8 2.3 "-

Total Customer Growth 5,064 ' 0. 6

0 cretin Revenues - Sale and Trans ortation of Gas

To decrease Ihe revenue requirement f the sale and transportelmr of ca
ssoaated »litt adicstments for der and and mninod ty cost

Total 0 eratin Revenues - Sale and Transportation of Gas

»—d.35

923 35, : 5

925 '01'

iv, 0
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Pi dmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro I-orms Adfustinenls
twelve Months Ended March 31.2010

Docket No 2010-7-G

Setllcmcnt Schedi. le 2

Line
No ~Dosed tion

Per
Piedmont

Por
ORS
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piedmont Natural Gas Compantt
South Carolina Operations
Weighted Cost oi Capital

Docket No. 2070-7-G

Setttoment Schedule 3

Capital
Structure Ratio
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TIIE P LiIILIC SFRVICk; COi&IAIISSIOlii

OF SOI1TH CAROI. ISA

DOCKFsl WO. 2010-7-(,'

IN Rl.z
Application of Piedmont Natural (las
C".ompany, Incorporated to Have the Terms ol
the Natural Cfas R;itc Stabilization Act Apply

j ('. F,Rl'I FICATI: OF

to the (".onipanI s Rates and (.har ~es for Oas
Distribution Services

This is to ceitify that I, Chrystal I, . Morgan, have this &late served onc (I j copy of the

SFTT[,I;MFiilT A('RFFMFW'I' in the above-referenced niattci to the person(sj nained bclovv by

causiiig said copy to bc dcpositcd in thc (.'nitcd States I'ostal Service, first class postage prepaid;ind

at fiscd thcrcto, aiid addicssed as shovvn belov, '.

James H. .Ieffries, IV, Counsel
Moore k. Van Allen. PI.I.C

100 North Tiyon Street, Suite 4700
C'. harlotte, N(", 2S202

Jei'einv' ( . . H odges, ( oiiiiscl
Nelson Mullins Riley 8 Scarhorough, I.I.V

Vost Ot'fice I3ox 11070
('.olumbia, SC'. , 20201

Jane I.cvvis-Raymond, Vice I'resiilcnt and Cieneral C:ounsel
Piedmont Natural (Ias (.olilpiliiv, Iltcoipottatcd

Post Office 13ox 330(ift
('.harlotte, NC, 2S233

Chry al L. Morgan

September I, 2010
(.'olumbia, South Carol in;i


